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Period ended 
(in thousands of dollars, except for per share amounts) 


Revenue 


Year ended 
June 30, 1999 


$ 161,904 


7 months ended 
June 30, 1998 


$ 82,026 


Earnings before income taxes 


20,514 


7,098 


Net earnings 


12,068 


4,257 


Net earnings per common share 


- Basic 


$ 0.24 


$ 0.08 


- Fully diluted 


$ 0.23 


$ 0.08 


Total assets 


117,583 


107,696 


Shareholders’ equity 


87,495 


73,325 


Equity per common share 


$ 1.72 


COMPARISON OF 17 MONTH CUMULATIVE TOTAL RETURN* 
Among Tri-White Corp., the TSE 300 Index and the TSE Transportation 


& Environmental Index 
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$ 1.44 


—— _ fri-White Corporation 
-#&- TSE 300 


--@---- TSE Transportation & 
Environmental Services 


*$100 invested on 2/2/98 in stock 
or on 1/31/98 in index — including 
reinvestment of dividends 
Fiscal year ending June 30. 
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ik [2 my pleasure to report to you on the results for the first full year of operation 
of the Company, following its listing inlate 1997. * During the current fiscal period 
ended June 30, 1999 the Company reported net earnings of $12.1 million, or $0.24 per 
share on consolidated revenue of $161.9 million. Of that $131.5 million was generated 
by the Trucking Division and $30 .4 million by the Rail Division. * This compares 
with net earnings of $4.3 million and revenue of $82.0 million for the 7 month period 
ended June 30, 1998. Net earnings per share were $0.08. << The equity of the 
Company increased from $73.3 million to $87.5 million, or $1.72 per share. The net 
cash position at June 30, 1999 was $2.2 million as compared with bank indebtedness 
of $1.4 million one year previously. * The Company maintains a strong capital 
base, with a small amount of debt and two sound business units that are able to take 


advantage of opportunities as they present themselves. 


It is most opportune at this point to review the businesses Tri-White owns. The dawn 
of a new millennium not only brings us a most momentous change, but also records the 


birth of two of our divisions more than 100 years ago. 


In 1898 construction commenced on the White Pass and Yukon Route, an International 
Historic Engineering Landmark. The WP&YR is one of a further 21 other landmarks 
around the world that include the Statue of Liberty, the Panama Canal and the Eiffel 
Tower. Ifwe keep in mind the limited access those hardy builders had to modern 
equipment, even by the standards of the late 1800's and early 1900's, being in such 
august company is indeed a reflection of the difficulty faced by those that completed 
the task and their perseverance in being able todo so. + All supplies had to be 
carried up the mountain, after having journeyed over 1,600 km from Seattle by ship, the 
closest supply source. The work continued through the summer as well as winter 
months under most difficult climatic conditions. The rail was built under conditions 
that would be considered most rudimentary without access to mechanical equipment 
utilizing only the ingenuity and brawn of man. On July 29, 1900, 26 months after 


commencing construction, the last spike in the link between Whitehorse in the Yukon 
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Territories and Skagway Alaska was driven home at Carcross. The centennial of that 
occasion will be celebrated in Carcross on July 29,2000. + The WP&YR enjoyed 
good and bad times and the latest phase of its memorable history is closely linked to 
the cruise ship industry that has selected Alaska a summer destination. The nature of 
the business has changed from its historic roots and WP&YR is now able to offer the 
many tourists that visit Alaska a most unique excursion on the railway THAT GOLD 
BUILT. The ride is one of the more popular excursions in the Southeast Alaska 
marketplace and we expect that almost 270,000 passengers will be handled in the 
1999 season. The one day passenger record was set on July 6, 1999 when more than 
3,700 passengers were carried. This date coincided with the centenary of the arrival 
of the rail link to Lake Bennett, B.C. The new millennium and the second century 
of the WP&YR history continues as the cruise lines take advantage of the popularity of 
the Alaska destination, with the replacement of smaller ships by larger vessels carrying 
a greater number of passengers in years tocome. << In anticipation of this potential 
growth, the division repurchased 5 locomotives from owners in Columbia which 
WP&YR had previously sold to them 8 years earlier. This much needed addition to the 
locomotive fleet will provide spare capacity as well as the ability to pull more parlour 
cars that will be required as passenger counts increase. << WP&YR is true to its 
past with some century old equipment still in use. Any new equipment purchased is 
reproduced in the style of the early 1900's and all power equipment is 40 years or older. 
Despite the age, our maintenance programs ensure reliability and our schedules are 
serviced with few disruptions. * We are proud to state that the rail trip exceeds 
the expectations of 95% of the passengers that take the ride. % Maintenance 
programs are of high quality for both the rolling stock and the rail right of way. All but 
3 wooden bridges have been replaced. The 3 remaining wooden bridges are sound and 
passed the inspection that the entire track undergoes every year. The ride is 
one of the most exhilarating rail journeys that is offered to tourists anywhere and 
although only 20 miles to the summit to the White Pass, the grade at times is almost 
4%, climbing to 2,865 feet at the summit. Few railways can claim such a difficult 
journey. * During the past 2 years WP&YR celebrated the centenary of the first 
spike, and the centenary of the arrival of the track at Lake Bennett, B.C. * Lake 
Bennett was the jump off point for the many hopeful miners that had made the difficult 
climb up the Chilkoot Pass or the White Pass, and who had convinced the North West 
Mounted Police that they had the requisite 900 kg. of supplies to be able to complete 
the further 900 km journey to Dawson City. Arriving at Bennett Lake allowed them to 


build boats and rafts to navigate the lake and river system onwards to the Klondike gold 


fields. * In past years, the rail system has carried supplies between Whitehorse 
and Skagway and ore products back to Skagway when mining became a mainstay of 
the Yukon economy. During the Second World War, the rail became the link that 
enabled the US Corp. of Engineers to build the Alaska Highway, a defence against a 
possible invasion through Alaska. * Mining continued to prosper after the war 
until the early 1980's when the Klondike Highway linking Whitehorse and Skagway was 
built. Ore movement passed from the rail to trucks, although the ore was then still 
handled on the docks owned or controlled by WP&YR. * The increasing popularity 
of cruising vacations offered WP&YR another lease on life and equipment and track on 
which we now provide service was restored to offer tourists a most unique experience 
along what is justly called the “Scenic Railway of the World”. * WP&YR also owns 
the major dock in Skagway and the other two docks under long term leases. These 
facilities are modern and fully capable of handling the large cruise ships that call. Over 
the years the average size of these ships have been increasing such that it is normal to 
dock ships of 80,000 tons displacement and 850 feet in length. To offer 
additional berthing capabilities and to be able to dock even larger vessels, the Ore Dock 
will be extended during late 1999 and early 2000. This project will be completed prior 
to the commencement of the 2000 tourist season. Ships 950 feet in length can then be 
accommodated. <* On peak days the docks can accommodate 4 large and | small 
ship with a total complement of 8,000 passengers. Besides the cruise ship arrivals, 
Alaska is a popular destination for tourists arriving by road, who take the short detour 
down the Klondike Highway through Whitehorse on their way to Fairbanks, Denali Park 
and Anchorage. <* The Alaska Marine Highway also brings additional tourists on 
ferries. * The Skagway facilities are one of the best in the State of Alaska and 
the city provides a friendly environment to tourists. The “gold” in past years has been 
replaced by another form of currency being the 600,000 visitors that are attracted to 
Skagway annually. * Another historic anniversary will be celebrated in the new 
millennium. On July 29, 1900 the last spike, the Golden Spike, was driven in Carcross. 
This event completed 2 years and 2 months of difficult work to establish a rail link to 
Whitehorse and was key to the development of the Yukon Territory economy in 
subsequent years. Roads did not exist at that time. + This auspicious occasion 
will be remembered in a ceremony on July 29, 2000 in Carcross, it being the last of the 
significant "centenary" milestones in the history of the WP&YR. << The need to 
get goods into the Yukon interior drove WP&YR to be innovative in transportation 
matters and it was the first company in the world to develop the concept of freight 


movement in containers. Ore from the mines in the Yukon hinterland was moved down 
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to the Skagway docks by hopper cars for shipment around the world. < — The rail 
link between the Pacific Ocean and the Yukon was the catalyst that developed the 
Yukon but, unfortunately, the decline in commodity prices and different modes of 
transportation forced the ore shipments handled by the rail operation to cease. 
“» — The Yukon Territory still suffers from this malady and the last of the mines that 
shipped ore products closed its doors in late 1998. A vivid reminder of those days is 
the ore gantry on one of the Skagway docks. + Despite the problems in past years 
it is with great pleasure that | anticipate celebrating the Centenary of the completion 
of this magnificent enterprise, knowing that what faces WP&YR in the future will be a 
reflection of the glory days of its illustrious past. * The attraction offered to the 
tourist industry is one that is steeped in history and offers an experience that is 
matched by few in the world. The scenery is spectacular and the vistas breathtaking. 
«+ The business is supported by a team well versed in its history and fully conversant 
with the track and equipment. Facing the same environmental challenges of the past, 
but with better facilities, the equipment is brought to a high level of operating standard, 
and maintained at those levels, ready and capable of handling the ever increasing 
number of tourists that make Alaska, and Skagway, their destination. + Weare 
privileged to be the proud parents of a significant part of American and Canadian 


history dating back to the late 1800's. 


The WP&YR is joined by another unique and distinctive business within the Trucking 
Division. Inthe late 1800's, Hill The Mover was established in Hamilton, Ontario. 
The business was that of arranging household moves utilizing horse and buggies. 
** Over the years the business expanded but remained true to its core business, that 
of household moves. Eventually Hill the Mover became an Allied Mover agent and then 
expanded into other areas of operations. In later years it was acquired by 
Federal Industries, which became Russel Metals, and eventually became a division 
within the Motorways Trucking group and changed its name to High-Tech Express. 
** During its growth and development it established a relationship in 1956 with IBM, 
transporting its computers to clients within Canada. This relationship continues. 
** Over the years High-Tech developed specialized transportation expertise that now 
allows it to be a major supplier of transportation services to shippers of high value 
products within Canada. Currently, large and expensive medical equipment, office 


products such as photocopiers, film-developing equipment, computers, amongst others, 
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are transported. “ To provide high level security, High-Tech recently took 
occupancy of a 90,000 square foot facility in Toronto to warehouse, stage and ship 
those products for our clients. * In past years High-Tech established a contract 
management division to work with the financial industry to store, deliver and install 
automatic banking machines. There has been steady growth in this industry, fuelled in 
part by the need to replace older equipment with Y2K compliant machines, and with 


the trend to greater convenience and less reliance on personal visits to banks. 


As we consider the past, and as we enter the new millennium, we should review what 
is in essence, a continuation of the historic. The WP&YR Is steeped in history 
and enjoys the allure that it creates, catering to an increasing affluent society that 
highly values leisure time and is capable of satisfying those objectives, but true to its 
historic roots. Another of our businesses, although with a history as old as the 
rail line, has changed to cater to the demands that the new millennium will place 
on it. High-Tech provides a full range of outsourcing and logistics support 
services to corporations that have and will continue to change our lives through 
innovation and that offer ease of access and a broader range of experiences and 


opportunities in our ever expanding global and complex lives. 


lt is a matching of the old with the new, one that 


few corporations can lay claim to. 


Our future is built on the past. 


The two divisions discussed above are not the only businesses that 
Tri-White is privileged to own.  — The Trucking Division is comprised of three 
business units: Tri-Line Expressways; Tri-Line Logistics and High-Tech Express. 
“* — Tri-Line Expressways was established in Calgary in 1964 as a small provider of 
full load transportation services to the Alberta economy mainly based on oil and gas 
products. Over the years It grew to be a major provider of full load trucking services, 
the majority of which is in Western Canada. + Although not unique in the industry 
Tri-Line relies heavily on owner-operators, who are individuals cast in the mould of the 
traditional North American Trucker, owning their own equipment and willing and able 
to cross the vast areas within the North American Continent. The owner 
operators are independent business individuals and they have been, and will remain, 
the backbone of the road transportation system within North America. Over the 


past 35 years, Tri-Line has been able to develop a strong bond with shippers in this 
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most unique sector of our economy and a component of the movement of the multi- 
billion dollars worth of trade that flows across the border between Canada and the 
United States of America. Our relationship with the owner-operators is sound, 
thanks in no small part to the efforts of management which has an appreciation for the: 
ever increasing complexity of their lives. It is because of such understanding that we 
have been able to develop programs that allow us to grow the fleet and take advantage 
of the greatest level of trade enjoyed between any two countries on Earth. * The 
industry is not without challengers as the cost of entry is not onerous. Economic 
strength translates into a higher level of competition. | “ | However there is a 
movement to consolidate the transportation industry, no different than what is taking 
place within all aspects of our economic structure. As shippers get larger, their need 
to be able to rely on quality carriers becomes greater. Quality of service and corporate 
integrity is becoming an ever growing component of the decision making processes. 
Rate levels will, to some degree, stabilize and reward the quality carriers that are 
capable of providing the transportation services required in the future. 
“ Almost all businesses are seeking an all encompassing logistics solution. 
Traditional manufacturing businesses are outsourcing the production of their products. 
They are seeking outsourcing solutions to store, ship, repair and service their products 
and are seeking logistics suppliers that can match the products with their customer's 


needs in accordance with defined service standards. 


In anticipation of the move to provide access to the transportation marketplace in all 
its components, and to be able to offer lower transportation costs through volume 
buying, the Logistics Division was created in 1983. * This division now provides 
transportation solutions to shippers, offering them a low cost and efficient method of 
getting their goods to the marketplace within North America by any method of 
transportation. ** The division was developed from humble beginnings but has 
grown to become an effective provider of services between the USA and Canada. It is 
a key component of the services offered by Tri-Line Expressways to the shipping 
community in Canada and the USA. “ The division does not own any 
transportation equipment, as it relies on-carriers, including Tri-Line, that do and that are 
capable of providing the services required by shippers. This component of the 
business is also ideally suited to the services provided by High-Tech which has 
developed expertise in warehousing and distribution. This isa key element of 


the business development plans within the trucking group whereby a quality provider 


of services will be able to offer a full range of disciplines to shippers between Canada, 
the USA and Mexico and within Canada. % — Carriers that are responsive to the 
changes in the marketplace are those that can take advantage of the opportunities to 
become a partner of those corporations that wish to position themselves as a pure 
development and selling organization unencumbered by warehousing and distribution 
infrastructure costs. The manufacturing, warehousing, distribution and servicing 
of their products can then be left to those outsourcing providers capable of catering to 
their service expectations. The Tri-Line group, comprised of the Truckload 
division, the Logistics division and the High-Tech division is ideally positioned to satisfy 


the most demanding of those needs. 


The Management Discussion and Financial Statements and notes thereto provide 
greater detail of the operations for the past year, but is appropriate to close my report 
to you, our shareholders, with some pertinent comments. We are privileged to 
have business units with a history that spans three centuries. + Wecan also be 
proud of the fact that we anticipate the future and we work in close proximity with 
those companies that recognize the shift in demographics that allows us to become an 
integral component of their business objectives. + We are not only able to satisfy 
the leisure expectations of our growing affluence, but we are also capable of assisting 
corporations who cater to our increasingly complex demands. * This cannot be 
achieved without the dedication and experience of our staff and an appreciation of our 
clients’ needs. This is understood by each individual that comprises the Tri-White 
Group and | am privileged to be associated with those that make it happen, day after 
day. << Withoutthemwecannotbe. «* We have been able to pass from 
the 19" century to the 20" century successfully and we face the challenge of duplicating 
our exemplary performance from the 20" into the 21* century and into the new 
millennium. History supports our vision. + | am proud to say that there 
are very few companies in North America that can make that statement. | thank 
you for your continued confidence in Tri-White and look forward to enjoying greater 


success and building on our history as we enter the new millennium. 
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Chairman and Chief Executive Officer 
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MANAGEMENT’S DISCUSSIGMN 
AND ANALYSIS OF FINANCIAL CONDITION 
AND RESULTS OF OPERATIONS 


The financial review provides an analysis of the consolidated financial results of 
Tri-White Corporation (“Tri-White” or the “Company”) for the year ended June 30, 
1999. Comparisons are made with the financial results for the period December 1, 
1997 to June 30, 1998, the initial 7-month reporting period for the Corporation. 
¢» — [t also includes a review of the financial and business risks, uncertainties and 
future trends affecting Tri-White and its operating divisions. The information 
presented in the financial review is in addition to specific financial and operational 


information provided in the consolidated financial statements. 


SIGNIFICANT EVENTS 


Incorporation and Public Listing 


The Corporation was incorporated on October 22, 1997 under the name of Century 
Continental Transportation Corporation. On November 18, 1997 the articles were 
amended and the name was changed to Tri-White Corporation. On December 19, 1997, 
as a result of an Initial Public Offering by way of a Secondary Offering of Rights issued by 
Russel Metals Inc., its then parent, Tri-White became a listed public company, trading on 


the Toronto and Winnipeg Stock Exchanges. 


This portion of the MD&A reviews the year ended June 30, 1999 consolidated results 
with comparisons made against the results for the initial reporting period of 
December 1, 1997 to June 30, 1998. +  Tri-White defines operating earnings as 
earnings from operations before interest, income taxes and other non-recurring items. 
% The Company believes that this is a sound measurement of operating 
performance as it eliminates charges which are a function of financing and which 
removes other non-operating elements of income. + Revenue generated by the | 
group for the year ended June 30, 1999 totalled $161.9 million compared with 
$82.0 million for the seven months to June 30, 1998. 


Rail $ 30,358 $1,361 $28,997 $ 10,887 $23 $10,864 
Trucking 131,546 131,546 ~ 71139 71,138 ee 
Total $161,904 $132,907 $28,997 $82,026 $71,162 $10,864 


? 


“* Operating earnings for the year ended June 30, 1999 amounted to $20.4 million 
as compared with $7.1 million for the seven months to June 30, 1998. 
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Rail $ 14,623 $(241) $14,864 $ 3,246 $ (79) 
Trucking 7,239 7,239 ~ 4105 4105 
Corporate (1,480) (1,480) ~ (221) (221) 
Total $ 20,382 $5518 $14,864 $7,130 $ 3,805 


» TRI-LINE GROUP 


“ Revenue from the trucking operation for the year ended June 30, 1999 was 
$131.5 million. For the seven months ended June 30, 1998 revenue was $71.1 million. 
** Operating earnings for the year ended June 30, 1999 were $7.2 million and $4.1 
million for the seven months ended June 30, 1998. The operating ratio for the year 
ended June 30, 1999 was 94.5 and 94.2 for the seven months ended June 30, 1998. 
“+ Operating ratio is the measurement of performance traditionally applied by the 


trucking industry, and is the relationship of operating expenses to revenue. 
The Full Load (TL) division 


Revenue per loaded mile in the TL division for the year ended June 30, 1999 was $1.62 
and $1.60 for the seven months to June 30,1998. + Although revenue per mile 
shows an increase over the prior reporting period, costs have increased in the owner 
operator category as well as in fuel costs. These two factors account for 72.8% of the 
direct cost base of the TL operation. * Despite the strength of the economy, with 
pressure to find available capacity at times, there is still resistance by the shipping 
community to accept rate increases. % The full load carriers also are burdened 
with the need to run empty miles to secure loads, or reposition equipment. Tri-Line 
has been able to control such empty miles to 6% of total miles, a significantly lower 


>, 


percentage than the industry average of 10%. * One of the key factors still 
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affecting the transportation market, especially relating to operations such as 
Tri-Line, is the ability to attract owner operators, who are independent drivers owning 
their own power units and, in some cases, the trailer. * The continuing strength 
of the economy has resulted in the elimination of excess capacity in the transport 
industry and competition for owner operators remains high. * — Tri-Line has been 
able to increase its complement of drivers up to 487 owner operators at the end of 
June 30, 1999 as compared with 465 at the same time in 1998. * For the year 
ended June 30, 1999, 42,394 individual loads were handled as compared with 24,432 


during the seven months to June 30, 1998. 


WHITE PASS AND YUKON ROUTE sss 


The Division generates its revenue, and its operating earnings, during the tourist 
season between mid May and late September. < During the off-season months 
costs are incurred in preparing for the next season or in closing up the operation after the 
season is completed. Minimal staff is retained during the off-season. The Corporation 
has adopted the principle of matching expenses with revenue, applying the costs incurred 
during the off season against the revenue generated during the tourist season. 
The revenue and operating earnings for the current fiscal period ended June 30, 1999 
includes the results of the operation covering the end of the 1998 tourist season and 
the commencement of the 1999 season. < The Rail Division generated revenues 


of $30.4 million during the fiscal period ended June 30, 1999 as compared with 


AND ANALYSIS OF FINANCIAL CONDITION AND RESULES OF OPERATIONS 


revenue of $10.9 million for the seven months ended June 30,1998. + Revenue 


for the year ended June 30, 1999 was $24.2 million from passenger services and $6.2 


MANAGEMENT S DISCUSSTON 


million from the docks. For the seven months ended June 30, 1998 revenue from 
passenger services were $8.7 million and $2.2 million from dock sources. In 
late 1997, the last of the mines in the Yukon that shipped ore through Skagway closed 
and ore ship arrivals ceased. Revenue is currently generated only from tourist 
sources. A measurement of performance of this division is the number of 
passengers who ride the train. For the current tourist season to June 30, 1999, 95,500 
passengers were carried. This is an increase of 4.5% over the same period in 1998. 
** During the fiscal period ended June 30, 1999 a total of 264,000 passengers were 
carried. The Rail Division expects to carry 270,000 passengers during calendar 1999 
tourist season as compared with 258,000 passengers in the prior year. “ 
Marketing programs advertising the centenary of the Klondike Gold Rush in 1998 
resulted in an increase of visitors arriving by road and cruise ships. However, as in 
previous years, the cruise ship companies continue to replace smaller vessels with 


ships capable of handling larger passenger complements. << This resulted in more 


visitors to Alaska, and Skagway, and contributed to the large increase in passengers 
who rode the train from 213,000 in the 1997 season to 258,000 in the 1998 season. 


“* Operating earnings for the year ended June 30, 1999 were $14.6 million as 
compared with earnings for the seven months ended June 30, 1998 of $3.2 million. 


Net earnings per share for the year ended June 30, 1999 were $0.24 as compared with 
$0.08 for the seven months ended June 30, 1998. + — Fully diluted earnings per 
share, which includes the conversion of share purchase options outstanding, are $0.23 


compared with $0.08 for the seven months ended June 30, 1998. 


This section reviews the changes in Iri-White’s consolidated assets, liabilities and 
equity during the period under review. + Consolidated assets were $117.6 million 
of which $43.5 million are located in Canada and $74.1 million in the United States. 
At June 30, 1998 total assets were $107.7 million. The increase in assets is largely 


attributable to an increase in fixed assets acquired during the current fiscal period. 


Rail $ 78,581 $4466 $74,115 $70,244 $2,119 $68,125 
Trucking 38,185 38,185 - 37,482 37,452 = 


Corporate 817 817 a es = 
Total $ 117,583 $ 43,468 $ 74,115 $107,696 $39,571 $ 68,125 


During 1997, leading up to the listing of the Company on the Toronto and Winnipeg 
Stock Exchanges, and as a result of the Initial Public Offering by way of a Secondary 
Offering, 51,009,864 shares were issued in exchange for the “Russel Rights”, for a 
paid up value of $67.5 million. © Apart from the issuance of stock purchase 
options to Directors and management, no further shares have been issued. 
Additions to capital assets were $10.9 million for the year ended June 30, 1999 
as compared with $2.4 million during the seven months ended June 30, 1998. 
Proceeds on sale of Fixed Assets were $1.5 million during the year ended June 30, 
1999 as compared with $260,000 in the seven months ended June 30, 1998. At 
June 30, 1999 the Company had net cash on hand of $2.2 million, with the Rail 


Division having borrowed $1.4 million to fund ongoing working capital needs. 
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At June 30, 1998 the Company had bank indebtedness of $1.4 million, also to fund 
current working capital needs. The Trucking Division has arranged revolving 
credit facilities with a Canadian chartered bank to a maximum of (CND) $10.0 million. 
This amount is secured by the working capital assets of the Trucking Division. An 
additional (CND) $5.0 million is in place with the same financial institution to fund 
fixed asset purchases or acquisitions. * The White Pass Division has arranged 
an unsecured operating credit facility in the sum of (US) $5.0 million. * At 
June 30, 1999, credit facilities utilized were (US) $1.0 million. This indebtedness Is 
offset by other favourable bank balances held by the Company. Cash flow 
generated from operating activities for the year ended June 30, 1999 was $19.6 
million as compared with $8.2 million for the seven months ended June 30, 1998. 
During the year ended June 30, 1999 net working capital assets increased by $3.6 
million as compared with $6.7 million during the seven months ended June 30, 1998. 
The higher increase in 1998 is due to trade receivables increasing at the 
commencement of the tourist season in the Rail Division. * Subsequent to the 
year-end the Corporation announced its intention to repurchase its shares under a 
Normal Course Issuer Bid. During the period from August 24, 1999 to August 23, 2000, 
the Corporation will be able to repurchase up to 2,550,493 shares, or 5% of the 


outstanding and issued Common Shares. 


The Corporation and its operating units are, and will be, subject to extensive federal, 
provincial, state, territory, municipal and local environmental laws and requirements 
in both Canada and the USA. ~~‘ The risk of environmental liability is inherent in 
transportation operations, both trucking and rail, in the daily use and movement of 
hazardous goods, but not hazardous waste. * In 1996 White Pass pleaded guilty 
to a number of environmental related offences in Alaska and is under a 5-year 
probation order. It is obligated to remedy those matters it pleaded guilty to. 
** During this period, the division will be under intense scrutiny by government and 
environmental authorities that will monitor the remediation programs and internal 
policies. One environmental matter incorporated in the probation order, and 
which was not assumed by White Pass, is the Skagway Tank Farm, ownership of 
which was transferred to Russel Metals under the Reorganization Agreement. - 
However, a senior official of White Pass is the named individual on the probation order 
and is technically responsible for the remediation program. * As aconsequence 
of the above, all environmental aspects of the Company's operation, be it trucking or 


rail related, have been addressed and remediation programs were formulated to 


implement the requirements of environmental and government agencies. 
*“* Payments made during the year ended June 30, 1999 on environmental matters 
totalled $5.3 million. As the work that could be done during the year ended June 30, 
1998 was based on the ability to access the various sites, only $12,000 was spent 
during that period. A further estimate of $1.6 million is expected to be spent during 
the 1999/2000 fiscal period. All projects are under the direction of environmental 
consultants. > The Company believes that the remaining reserve is adequate to 
address all the environmental remediation programs and work is proceeding at a 
quicker pace than originally expected. % The time available to undertake the 
remediation programs is restricted to periods when frost is not present in the ground 
with testing also limited to those periods. + As advised previously the events of 
the past have elevated the attention being paid to environmental issues and each 
division receives corporate assistance and direction in ensuring compliance with 
corporate requirements and adherence to government standards. + Due to the 
changes in the businesses conducted by White Pass from handling general freight to 
the movement of tourist passengers, it is now considered to be a low generator of 
hazardous waste. < The White Pass operations that created the above mentioned 
problems are of a historic nature and it is management's objective to ensure full and 
complete compliance with environmental matters in the geographic areas it operates in 


the future and to remediate the past matters within as short a period of time as is feasible. 


Tri-White Corporation, like most organizations today, is highly dependent on electronic 
technology to deliver product and services to customers. The Year 2000 issue, which 
relates to the potential failure of some computer systems to recognize and properly 
interpret the date could result in erroneous operations or system failure, which would 
pose considerable problems for the Company if it is not addressed and corrected. 
*» The operations of the Corporation and its Operating Divisions rely on many 
systems which are dependent on date sensitive information. These mission critical 
systems include dispatch, freight and warehouse management, accounting functions, 
retail point of sale systems, communications systems and the supply of electricity. 
Failure of any one or combination of these systems for an extended period of time 
could have serious implications for the Company. “ Tri-White formally 
established its Year 2000 Project team in 1998 for the purpose of identifying any and 
all systems vulnerable to the pending Year 2000 crisis. The team’s objectives were to 
prioritize remediation efforts and to carry out testing and implementation of 


remediation plans. A detailed inventory of all data, satellite and voice 
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communications, hardware, software, electronic data interchange (EDI) systems, 
security and environmental control systems was taken. This inventory was conducted 
in all operating divisions and branches. The project team also identified and 
contacted the important vendors who supply the business units with critical services, 
including insurance coverage, interline transportation arrangements, parts supply, 
fuelling facilities, permitting of equipment, utility providers, communications, ferry 
services and banking. These third party vendors were polled as to their readiness and 
to determine their continuing ability to provide services after December 31, 1999. The 
Corporation also contacted its most significant customers to inquire as to whether 
their operation would be impacted by the Year 2000 issue. The responses received 
from both suppliers and customers have been satisfactory. * — Iri-White and its 
operating divisions became Year 2000 compliant on June 30, 1999. Extensive testing 
of all mission critical systems has been performed and all non-compliant systems 
were upgraded or replaced. The extent of this testing encompassed computer 
hardware, operating systems, software applications, voice and data communication 
equipment, satellite tracking equipment, heating and air conditioning systems, office 
equipment, security and fire prevention systems. The results of these tests have been 
based on physical testing and/or reviewing documentation provided by manufacturers 
and suppliers. The Corporation's mission critical applications are primarily developed 
in-house and, as part of our readiness, the development team will be onsite during all 
vulnerable stages of the Year 2000 rollover. Computer backup of all data and software 
will also occur in preparation for the changeover. The Company has also established 
contingency plans in the event of failure of key systems or utilities. Alternate systems 
of communication, sources of electronic power and methods of data handling without 
computer assistance have been identified and tested and will be available during the 
key dates surrounding the Year 2000 issue. + Although the Corporation has taken 
the necessary steps to ensure its operations are Year 2000 compliant and, to the 
extent possible, has ascertained that its suppliers and customers will also be able to 
continue operating in the Year 2000, there remain risks beyond our control. The 
Corporation is relying on assertions by third party customers and suppliers that it is 
not able to verify independently, and which may not prove accurate. Electrical or 
communications failure for periods in excess of a few days would result in serious 
operational difficulties, especially if they occur in Calgary, Alberta, which is the hub of 
our management information systems. Financial failure of key customers resulting in 
the Corporation's inability to collect accounts due to it could cause loss to the 
Corporation. Widespread, long term civil disorder would create an atmosphere 
whereby the Corporation's profitability would be impaired. These risks to the 


Corporation's operations and profitability are, however, mitigated by the fact that the 


first two weeks of January are, in past years, a period when the Rail Division in Alaska 
is totally shut down and when the Trucking Division operates at between 10% to 15% 
of normal capacity. << The cost of the Corporation’s Year 2000 remediation efforts 
amounts to $41,000. This cost is a combination of necessary software upgrades and 
man-hours dedicated to identifying and resolving potential Year 2000 problems. All 
costs associated with the Year 2000 remediation have been expensed as they 


occurred. No additional material costs are anticipated. 


In this section we will review the current factors that we believe may have influence 
on the operating results of Tri-White and its subsidiaries during the upcoming fiscal 


period. The Corporation's fiscal results are affected by a number of factors, 


discussed below. 
Revenue 


The revenue of the Trucking Division is affected by the state of the North American 
economy. Solid economic performance allows trucking corporations to improve their 
rate levels. However, high activity places a burden on finding sufficient owner 
operators to move this increase in traffic and results in higher costs as pay scales rise 
to attract them. Should economic activity decline, capacity constraints ease 
and there is pressure to reduce rate levels. * Rates may, as a consequence, 
decline. With declining activity the problem of finding sufficient owner operators to 
service the customer base eases. This does not, however, result in an automatic 
reduction incosts. Revenue generated by the Rail Division is also affected by 
the state of the North American economy. se During periods of prosperity, 
consumers are more willing to expand their discretionary spending. “ 
Consequently, more expensive and longer vacations are taken. This is of benefit to the 
Rail Division as it is a tourist attraction. In times of economic uncertainty, which 
could lead to higher unemployment and a reduction in consumer confidence, 
discretionary spending is reduced. This could result in fewer tourists or a reduction in 


spending on shore excursions. 
Competitors 


The trucking industry is well serviced by competent competitors, both in Canada and 
the USA. The US operators are well financed and some are not faced with the same 
constraints and operational concerns that the Trucking Division faces, in that they are 


not reliant on owner operators. Instead they utilize the services of company drivers 
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operating company owned equipment. * The Rail Division, as a tourist attraction, 
has to compete with other shore excursions and activities. * The cruise lines’ 
objective is to retain as much as possible of the travel dollars spent within their own 
operations and they could create programs that limit the spending of excursion funds 


on external attractions. 
Environmental matters 


Although extensive research has been completed on potential environmental 
problems affecting the operating divisions, both can be subjected to further scrutiny 
as a result of changes in legislation or due to the above normal attention being paid 
to the Rail Division as a result of past problems. The Rail Division has been in 
operation for 100 years, transporting a variety of products, some of which are now 
classified as environmentally unfriendly. ¢ Every attempt has been made to 
identify the problem areas and professional environmental consultants have been 
retained to determine the extent of any problem, to recommend remediation programs 


that meet or exceed regulatory requirements and to manage the remediation programs. 
Currency risks 


The Company conducts business both in Canada and the USA. Fluctuations in the 
exchange rates between the US and Canadian dollar can affect the contribution from 


US sources. 
Dependence on key personnel 


The Company's performance is substantially dependent on key senior executives and 
senior management. The loss of services of any of such personnel could have a 
material affect on the performance of the Company, its business, earnings contribution 


and financial condition. 


The Company enjoys a substantial capital base and two operating divisions with 
strong earnings and cash flow bases. * It has competent management that has 
sound knowledge of their business units, ably supported by knowledgeable and 
dedicated staff. * Although each division services an entirely different market, 
they both enjoy a reputation of competence and reliability, well attuned to their 
customers’ needs. This expertise is able to search for expansion opportunities 
both internal and external, and to improve the operating performance of either 


division. The Tri-Line Trucking Division has adopted operating strategies that 


maximize operating efficiencies and in building relationships with shippers that 
addresses their particular needs. > Understanding shippers’ requirements to get 
product to the marketplace is a key component of the service offerings and insulates 
the division, to a degree, from predatory competitive action. The Division has 
established itself in a particular niche, that being the movement of flat bed type 
freight, building an expertise that has the effect of limiting competition unlike van 
freight, which is the most competitive in the market place. % Shippers stress the 
ability of carriers to provide equipment when needed with schedules that meet their 
requirements in “Just In Time” and other delivery programs as businesses strive to 
reduce their costs. Tri-Line has developed such a reputation by understanding 
their customers’ needs and working with them to provide the logistics solutions 
required. * This aspect of transportation will receive increasing attention as 
shippers place the burden of doing so on the shoulders of quality carriers. %* The 
White Pass and Yukon Division is again enjoying another record season and is 
expected to carry almost 270,000 passengers during the current season compared 
with 258,000 in the 1998 season. With each passing year, the cruise lines are 
either replacing smaller ships with larger vessels capable of carrying a greater number 
of passengers or increasing the size of existing ships by inserting additional sections, 
allowing them to carry more passengers. * The cruise lines continue to make 
significant capital commitments to expand their fleet of ships so that they can service 
the tourist needs in the warmer Caribbean market during the winter months. > As 
the Caribbean market is not as active in the hot summer months a secondary market 
was needed to utilize the available capacity. Over the years Alaska has seen an 
increasing number of vessels as cruise lines expand their presence in this area. 
¢» White Pass enjoys a somewhat unique position in the tourist industry in South 
East Alaska as being one of the few attractions capable of handling the large number 
of passengers it does. This factor is important to the cruise lines as it offers a high 
volume, scenic excursion acceptable to their passengers. * Alaska, with its 
spectacular geography, is attracting an ever-increasing number of tourists, a large 
proportion of whom arrive by cruise ships. + This trend is projected to continue 
for the foreseeable future and, due to the limitation in the ability to move freely 
around the State, attractions such as White Pass ideally suit the expectations of 


tourists in exploring the history and scenic beauty of Alaska. 
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STATEMENTS 


MANAGEMENT'S REPORTING 
RESPONSIBILITY 


The accompanying consolidated financial statements of 
Tri-White Corporation and its subsidiaries, and all 
information in this annual report, are the responsibility of 
management and have been approved by the 
Board of Directors. 


The financial statements have been prepared by 
management in conformity with Canadian generally 
accepted accounting principles. The financial 
statements include some amounts that are based on 
best estimates and judgements. 


Management of the Corporation and its subsidiaries, in 
furtherance of the integrity and objectivity of data in the 
financial statements, has developed and maintains a 
system of internal accounting controls. Management 
believes that its system of internal accounting controls 
provides reasonable assurance that financial records are 
reliable and form a proper basis for presentation of 
financial statements and that assets are properly 
accounted for and safeguarded. 


The Board of Directors carries its responsibility for the 
financial statements in this annual report principally 
through its audit committee, consisting of a majority of 
outside directors. The audit committee reviews the 
corporation's annual consolidated financial statements 
and recommends their approval to the Board of Directors. 
The shareholders’ auditors have full access to the audit 
committee, with and without management present. 


These financial statements have been examined by the 
shareholders’ auditors, Deloitte & Touche LLP. Chartered 
Accountants, and their report is presented herein. 


K. (Rai) Sahi 
Chairman and 
Chief Executive Officer 


Thomas W. Cuthbertson 
Chief Financial Officer 


AUDITORS’ 
REPORT 


To the Shareholders of Tri-White Corporation: 


We have audited the consolidated balance sheets of 
Tri-White Corporation as at June 30, 1999 and 1998 and 
the consolidated statements of earnings and retained 
earnings and changes in financial position for the year 
ended June 30, 1999 and for the seven month period ended 
June 30, 1998. These consolidated financial statements 
are the responsibility of the Company's management. Our 
responsibility is to express an opinion on these 
consolidated financial statements based on our audit. 


We conducted our audits in accordance with generally 
accepted auditing standards. Those standards require 
that we plan and perform an audit to obtain reasonable 
assurance whether the financial statements are free of 
material misstatement. An audit includes examining, on 
a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and 
significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements 
present fairly, in all material respects, the financial position 
of the Company as at June 30, 1999 and 1998, and the 
results of its operations and the changes in its financial 
position for the year ended June 30, 1999 and for the seven 
month period ended June 30, 1998 in accordance with 
generally accepted accounting principles. 
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Chartered Accountants 


Calgary, Alberta 
July 30, 1999 
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SCONSOVID AME D 
BALANCE SHEETS 


As at June 30, 1999 and 1998 
(in thousands) 


1999 1998 
ASSETS $ $ 
CURRENT 
Cash and marketable securities 3,615 7, 
Accounts receivable 25,057 24,571 
Inventories 2,983 2,706 
__Prepaid expenses and other assets 2,826 2,892 
a Vo) i OOO al 
Capital assets (Note 3) 83,102 76,958 
Future income taxes e 992 
= ee hs) See a 
LIABILITIES 
CURRENT 
Bank indebtedness (Note 4) 1,428 1,407 
Accounts payable and accrued liabilities 16,080 13,715 
Current portion of provision for site restoration (Note 8) 1,646 3,032 
Income taxes payable 461 4 294 
es a ba Es ey 
Provision for site restoration (Note 8) 4,612 W928 
Future | income taxes (Note 5) 5,861 - 
OS ee a) ie 34,371 
SHAREHOLDERS’ EQUITY 
Share capital (Note 6) 67,547 67,547 
Retained earnings 16,325 4,257 
Cumulative translation adjustment 3,623 521 
EI EE ee co 73,325. 
a ey) el 
SEE ACCOMPANYING NOTES 
APPROVED BY THE BOARD 
K. (Rai) Sahi Donald W. Turple 
Director Director 
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CONSOLIDATED Seite 
OF EARNINGS AND RETAINED EARNINGS 


Year Ended June 30, 1999 and Seven Month Period Ended June 30, 1998 
(in thousands) 


1999 1998 

$ $ 
REVENUES 161,904 
CO eee haga 


19,091 


Gain on sale of capital assets 1,291 
Interest revenue (expense) 132 


EARNINGS BEFORE INCOME TAXES 20,514 


CO oe ae oe eee 
NET EARNINGS 12,068 

RETAINED EARNINGS, BEGINNING Cy A! | ie 5 
RETAINED EARNINGS, END OF YEAR 16,325 

EARNINGS PER SHARE 0.24 0.08 
FULLY DILUTED EARNINGS PER SHARE 0.23 0.08 


SEE ACCOMPANYING NOTES 


me to OLIDATED STATEMENTS 
OF CHANGES IN FINANCIAL POSITION 


Year Ended June 30, 1999 and Seven Month Period Ended June 30, 1998 
(in thousands) 


1999 1998 
$ $ 
NET INFLOW (OUTFLOW) OF CASH RELATED 
TO THE FOLLOWING ACTIVITIES 
OPERATING 
Net earnings 12,068 4,257 
Items not affecting cash 
Depreciation 4,421 2,232 
Future income taxes 4,419 1,968 
___ Gain on sale of capital assets ene ee IO 
19,617 8,247 
Beal PHO ash Operating working capital items eee UO! ed 
ice | ES) ial 
INVESTING 
Purchase of capital assets (10,857) (2,418) 
Exchange loss (gain) on capital assets 117 (1,931) 
Proceeds on sale of capital assets 1,466 260 
__Site restoration expenditures me 2) ee 
Paes) eS TH 
FINANCING 
__Cumulative translation adjustment ee eS Ee 
CASH INFLOW (OUTFLOW) 3,577 (1,085) 
BANK INDEBTEDNESS, BEGINNING OF PERIOD = (1-890) | (3085) 
CASH (BANK INDEBTEDNESS), END OF PERIOD 2,187 (1,390) 
Represented by: 
Cash and Marketable Securities 3,615 V7 
Bamkindebtedness ok cee ok Sh (1,428) g il 
a UC ree” 2,187 (1,390) 


SEE ACCOMPANYING NOTES 
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Year Ended June 30, 1999 and Seven Month Period Ended June 30, 1998 
(tabular amounts in thousands, except share number) 


Income taxes 
During the year, Tri-White adopted the tax payable 
method of accounting under which the future income tax 
provision is based on the temporary timing differences in 
the accounts calculated using current income tax rates. 
This change in accounting policy did not have a material 
effect on these financial statements. 

Foreign currency translation 
The accounts of foreign subsidiaries are translated into 
Canadian dollars at the exchange rate in effect at the 
balance sheet date. Revenues and expenses are 
translated at the average rate of exchange for the year. 
The resulting gains and losses are accumulated as a 
separate component of shareholders’ equity called the 
cumulative translation adjustment. 

Use of estimates 


The preparation of consolidated financial statements in 
conformity with generally accepted accounting principles 
requires management to make estimates and assumptions 
that affect the reported assets and liabilities and disclosure 
of contingent assets and liabilities at the date of the 
financial statements and the reported amounts of revenue 
and expenses during the reporting periods. Management 
has made significant estimates related to environmental 
liabilities and to the useful lives of capital assets. Actual 
results could differ from these estimates. 
Financial instruments 


The Company is exposed to the risk that arises from 
fluctuations in interest rates and the exchange rate with the 
U.S. dollar and the degree of volatility of these rates. The 
Company does not use derivative instruments to reduce its 
exposure to foreign currency exchange rate risk. 


The Company is exposed to credit risk from customers. 
However, the Company has a large number of diverse 
customers which minimizes concentration of credit risk. 


Li BASIS OF PRESENTATION 


The consolidated financial statements include the accounts 
of the Company and its subsidiary companies, which include 
Tri-Line Expressways Ltd., Tri-Line Expressways Inc., 
2984008 Canada Inc., High Tech Express & Distribution 
Inc., White Pass & Yukon Canada Inc., White Pass & Yukon 
U.S. Inc., Pacific and Arctic Railway and Navigation 
Company, Skagway Terminal Company, British Columbia- 
Yukon Railway Company, and British Yukon Railway 
Company Limited. All material inter-company balances, 
transactions and profits have been eliminated. 


The Company was previously a wholly-owned subsidiary of 
Russel Metals Inc. (“Russel”). On November 19, 1997, 
Russel announced a Rights Offering which consisted of the 
sale of certain of its assets to its existing shareholders. 
Russel incorporated Tri-White Corporation (“Tri-White”) and, 
on November 28, 1997, entered into a reorganization 
agreement with Tri-White whereby Tri-White acquired 
100% of the common shares of certain former subsidiaries 
of Russel. On December 19, 1997, the Russel Rights that 
had been exercised were exchanged for shares in 
Tri-White, which became a separate public company with 
investments in the transportation and tourist industries. 


2. SIGNIFICANT ACCOUNTING POLICIES 


These consolidated financial statements have been 
prepared in accordance with generally accepted 
accounting principles and include the following 
significant accounting policies: 

Capital assets 


Capital assets are recorded at cost. Depreciation is provided 
at rates that charge the original cost of such assets to 
operations over their useful lives that average 20 years for 
buildings, 30 years for wooden bridges and ties, 40 years for 
docks, 60 years for rail and steel bridges and 10 years for 
equipment. Land and tunnels are not depreciated. 


Potro - == - HH a a a ee a 


3, CAPITAL [00 es ee 

ASSETS Accumulated Net Book Accumulated Net Book 

Depreciation Value Cost Depreciation Value 

$ $ $ $ $ 

hand and funnels | a S900 | aoe 1s eee 

Buildings. Jo ee 11,008 | 12226] 2656 | 9870 

Docks)! ee OS LTA ha 47,980) 5.926 | ___A1,654 
Equipment 44,545 17,787 26,758 40,209 


111,065 | 27,963] == 83,02 | = 104,004 27,046 | ~~ 76,958 


4. BANK INDEBTEDNESS Tri-Line Expressways Ltd. The U.S. operating line of credit 


Bank indebtedness represents funds borrowed under Spe MEN Loa plus one Ne 
SHO payable on demand and is unsecured. The Company also 

revolving credit facilities. The Company has an operating 

ie has available a term demand loan in the amount of 

line of credit with a Canadian bank in the maximum amount $5,000,000 CDN 

of $10,000,000 CDN and an operating line of credit with a eerie 

U.S. bank in the maximum amount of $5,000,000 U.S. The At June 30, 1999, the Company has no drawings against 

Canadian operating line of credit bears interest at prime, is the Canadian line of credit and $970,000 U.S. ($1,428,000 

payable on demand, and is secured by the accounts CDN) against the U.S. line of credit. 

receivable and inventory of the Company's subsidiary, 
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Year Ended June 30, 1999 and Seven Month Period Ended June 30, 1998 
(tabular amounts in thousands, except share number) 


5. INCOME TAXES 


The provision for income taxes differs from the expected amount calculated by applying the Canadian combined Federal 
and Provincial corporate tax rate to earnings before income taxes. The major components of these differences are 
explained as follows: 


1999 1998 
$ $ 
Earnings before income taxes 20,514 7,098 
Expected corporate tax rate 44.6% 44.6% 
Calculated income tax provision 9,149 3,166 
Differences in U.S. statutory tax rates (677) (261) 
Recognition of previously unrecorded capital losses - (57) 
Other (26) (7) 
ae e060 ||| 2841 
6. SHARE CAPITAL 
Authorized 1999 and 1998 
Unimitedmmberofcommanshares = ( (iti(‘ i‘ tt! Number TMT $ | 
Unlimited number of preferred shares, issuable in series 
Issued and outstanding, common shares 
Issued in exchange for Russel Rights 
(Note 1) 51,009,864 67,547 


During the year ended June 30, 1999, the Company granted stock options to certain directors, officers, full-time employees and 
consultants to purchase, in aggregate, 161,000 common shares at prices between $1.90 and $2.00 per share. The options are 
exercisable at various dates through 2009. 


The company now has outstanding, in total, 866,000 options to purchase common shares with exercise prices between 
$1.90 and $2.27 per share which expire in 2008 and 2009. 


7. BUSINESS SEGMENTS 
a) Tri-White has segmented its operations on the basis of the major industries in which it operates as described below. 


i) The freight transportation group, consisting of Tri-Line Expressways Ltd. and its subsidiaries, is a common carrier truck 
transport operation hauling general and specialized freight throughout North America. 


ii) The tourism group, consisting of the railway and dock operation of British Yukon Railway, British Columbia-Yukon 
Railway and White Pass and Yukon Canada Inc. and its subsidiaries, operates docking facilities for ships and a tourist 
scenic/historic railway primarily in Alaska with a small portion in Canada. 


b) Results by business segment: 


Truck 
Transportation 


$ 
Revenues 131,546 161,904 


Interest Expense (Income) (365) (132) 


Depreciation 2,064 4,421 


Segment profit (loss) before income tax 7,604 20,514 
Income Taxes 3,316 8,446 


Segment Net Income (loss) 4,288 12,068 
Segment Capital Assets 13,581 83,102 


Segment Assets 38,185 117,583 


Capital Expenditures 3,434 10,857 


Rail Corporate 
Tourism Office 
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Year Ended June 30, 1999 and Seven Month Period Ended June 30, 1998 
(tabular amounts in thousands, except share number) 


BUSINESS SEGMENTS - continued from page 27 


Truck 
Transportation 


Rail 
Tourism 


Corporate 
Office 


Revenues 


Interest Expense (Income) 


Depreciation 
Segment profit (loss) before income tax 
Income Taxes 


Segment Net Income (Loss) 
Segment Capital Assets 


Segment Assets 


Capital Expenditures 


8. CONTINGENCIES AND COMMITMENTS 


This represents management's best estimate of future 


a) Tri-White and certain of its subsidiaries are defendants 
in a number of legal actions. Although the outcome of 
these claims cannot be determined, in the opinion of 
management, the resolution of these matters is not 
expected to have a materially adverse effect on 
Tri-White’s financial position. 


b) As at June 30, 1999, Tri-White and its subsidiaries 
had operating lease commitments, with varying terms, 
requiring annual payments approximately as follows: 


Ce ee ey a em a cs nc re a mr ec (en fee eae ol 


costs. The current portion of the provision represents 
costs expected to be incurred within the next year. 


d) Certain of Tri-White’s subsidiaries have made 
commitments to purchase capital assets. 


Skagway Terminal Company has entered into various 
contracts for design, administration and construction 
of an expansion to its dock facilities. The total value of 
contracted services at June 30, 1999 is U.S. 
$2,694,000 (CDN $3,966,000). This project is scheduled 
for completion by June 1, 2000. 


$ 
UY Uae es an Me ee ene on 3,665 _ Tri-Line Expressways Ltd. has made an equipment 
LUE enero se er Gime Set Sec aS 3,084 purchase commitment in the amount of $1,214,000. 
- ae ~-------~--+--------------- : oe Delivery of this equipment is scheduled to be complete 
Win me em ee ew ence oy | 1195 by October 31, 1999. 
Misteatter’ OT a 
17,016 9. FAIR VALUE OF FINANCIAL INSTRUMENTS 


c) Tri-White’s operations and properties are subject to 
extensive federal, provincial, territorial, state, 
municipal and local environmental laws and 
requirements in both Canada and the United States, 
relating to, among other things, air emissions, the 
management of contaminants including hazardous 
materials and waste, discharges to waters and the 
remediation of environmental impacts.  Tri-White 
believes it has identified and provided for the 
expenditures relating to known environmental 
matters, including compliance issues and the 
assessment and remediation of the environmental 
condition of its properties, whether currently or 
previously owned, or other properties where it may 
have environmental liabilities. 


Tri-White’s total cost and liabilities for environmental 
matters cannot be predicted with certainty due to, 
among other things, the various issues described 
above, changing environmental laws and requirements 
and the necessity to conduct additional investigations. 
Tri-White has recorded a provision for site restoration 
to cover the potential cost of environmental clean-up. 


The carrying value of financial assets and liabilities 
approximate their fair value. 


« UNCERTAINTY DUE TO THE 


YEAR 2000 ISSUE 


The Year 2000 Issue arises because many computerized 
systems use two digits rather than four to identify a year. 
Date-sensitive systems may recognize the year 2000 as 
1900 or some other date, resulting in errors when 
information using the year 2000 dates is processed. In 


addition, similar problems may arise in some systems 


which use certain dates in 1999 to represent something 
other than a date. The effects of the Year 2000 Issue may 
be experienced before, on, or after January 1, 2000, and, 
if not addressed, the impact on operations and financial 
reporting may range from minor errors to significant 
systems failure which could affect an entity's ability to 
conduct normal business operations. It is not possible to 
be certain that all aspects of the Year 2000 Issue 
affecting the Company, including those related to the 
efforts of customers, suppliers, or other third parties, will 
be fully resolved. 


SNe Oe COR VDRIAT E 


GOVERNANCE PRACTICES 


GENERAL 


The Toronto Stock Exchange Committee on Corporate 
Governance released its final report in December, 1994, 
which set out guidelines for effective corporate 
governance. The Toronto Stock Exchange (“TSE”) 
subsequently adopted this report and now requires that 
every listed company incorporated in Canada or a province 
of Canada disclose its approach to corporate governance. 
An “approach to corporate governance” means a 
description of how the Company is governed with 
reference to the guidelines set by the TSE. The Company's 
approach to corporate governance is set forth below. 


MANDATE OF THE BOARD 


The mandate of the Board of Directors is to supervise the 
management of the business and affairs of the Company 
and to act with a view to the best interests of the 
Company. The duties and objectives of the board include 
assuming responsibility of the following: 


(i) adoption of a strategic planning process; 


(ii) identification, to the extent possible, of the 
principal risks of the Company's business and 
ensuring the implementation of appropriate 
systems to manage these risks; 


(iii) succession planning, including appointing, 
training and monitoring senior management; 


(iv) a communications policy for the Company; 


(v) the integrity of the Company's internal control 
and management information systems; and 


(vi) approve or develop the corporate objectives of the 
Chief Executive Officer and develop, together with the 
Chief Executive Officer, position descriptions for the 
board and the Chief Executive Officer. 


There were six meetings of the board during the year 
ended June 30, 1999. The frequency of meetings, as 
well as the nature of items discussed, depend upon the 
state of the Company's affairs and the opportunities or 
risks the Company faces. 


COMPOSITION OF THE BOARD 


The TSE guidelines recommend that a Board of Directors 
be constituted with a majority of individuals who qualify 


as “unrelated directors”. An unrelated director is a 
director who is independent of management and is free 
from any interest and any business or other relationship 
which could, or could reasonably be perceived to, 
materially interfere with the director's ability to act with 
a view to the best interests of the corporation, other than 
interests and relationships arising from shareholding. A 
related director is a director who is not an unrelated 
director. The TSE guidelines state that if the corporation 
has a “significant shareholder”, in addition to a majority 
of unrelated directors, the board should include a number 
of directors who do not have interests in or relationships 
with either the corporation or the significant shareholder 
and which fairly reflects the investment in the corporation 
by shareholders other than the significant shareholder. A 
significant shareholder is a shareholder with the ability to 
exercise a majority of the votes for the election of the 
Board of Directors. 


The Board of Directors of the Company has applied the 
above definition of an unrelated director to the 
circumstances of each individual director and has 
determined that of its eight directors, seven are 
unrelated directors and one is a related director. 
Mr. K. (Rai) Sahi is the Chief Executive Officer of the 
Company and thus a related director. The Company does 
not have a significant shareholder (as defined). 


The Corporate Governance and Compensation 
Committee is responsible, among other things, for 
monitoring the Company's compliance with the TSE 
guidelines. The current committees of the board include, 
an Audit Committee, a Corporate Governance and 
Compensation Committee, and an Environmental Health 
and Safety Committee. A description of the committees 
of the board, their mandates and their activities are set 
forth below. 


(1) AUDIT COMMITTEE 


The Audit Committee is composed of two unrelated 
directors and one related director. 


The Audit Committee reviews the annual financial 
statements of the Company and such other financial 
statements as may be issued by the Company from time 
to time as part of any prospectus, and reports to the 
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board on all such annual statements and when 
considered necessary, on interim and other statements. 
The committee also reviews the scope of the 
examination to be performed by the auditors prior to 
commencement of the audit and the findings of the 
examination after its completion. Other duties of the 
committee are to review the contents of management's 
representation letters to the auditors, consider the 
auditors’ comments with respect to accounting 
treatment and consider the auditors’ report to the 
shareholders. The committee also reviews the general 
internal financial controls exercised by the Company and 
reviews the scope of financial reports submitted 
to the board. 


The Audit Committee reports any of its recommendations 
to the board. Mr. K. (Rai) Sahi, Chief Executive Officer 
of the Company is currently a member of the 
Audit Committee. 


Although Mr. Sahi controls approximately 44% of the 
issued and outstanding shares of the Company and is the 
only related director of an eight member board and three 
person Audit Committee, the interests of shareholders 
and accountability thereto are not compromised by his 
participation in the Audit Committee since its activities 
are restricted to conducting reviews of financial 
statements and other matters specified above and 
making recommendations to the board. 


There were two meetings of the Audit Committee during 
the fiscal year ended June 30, 1999. 


(2) CORPORATE GOVERNANCE AND 
COMPENSATION COMMITTEE 


The Corporate Governance and Compensation 
Committee is composed of three unrelated directors. 


The Corporate Governance and Compensation 
Committee is responsible for developing, monitoring and 
assessing the Company's approach to corporate 
governance. This includes consideration of the 
effectiveness of the board, its size and composition, its 
committees and the individual performance of its 
directors and ensures that compensation realistically 
reflects the responsibilities and risk involved in being an 
effective director. The committee also reviews all 
salaries, bonuses, fringe benefits, other direct or indirect 
compensation and expense allowances of all officers of 


the Company. The committee reports to the board on all 
such remuneration and makes any recommendations. 


There were three meetings of the Corporate Governance 
and Compensation Committee during the fiscal year 
ended June 30, 1999. 

(3) ENVIRONMENTAL HEALTH AND 
DALE COMMIT eee 
The Environmental Health and Safety Committee is 
composed of three unrelated directors. 


The Environmental Health and Safety Committee is 
responsible for developing an environmental policy that 
reflects the Company's approach to its environmental 
performance and obligations relevant to the Company's 
operations. An Environmental Health and Safety Officer, 
sanctioned by the committee, is responsible for 
designing and implementing an environmental, health 
and safety management system that achieves the goals 
stated in the environmental policy. The committee 
reviews reports of the Environmental Health and Safety 
Officer and provides appropriate direction to ensure 
material compliance with the Company's environmental 
policy and applicable environmental, health and safety 
laws and regulations. Any material non-compliance with 
the Company’s environmental policy is reported to 
the board. 


There were three meetings of the Environmental Health 
and Safety Committee during the fiscal year ended 
June 30, 1999. 


INDEPENDENCE FROM MANAGEMENT 


Mr. K. (Rai) Sahi, Chief Executive Officer of the Company, 
also serves as Chairman of the Board. The TSE guidelines 
recommend the appointment of a chair of the board, who 
is nota member of management, with the responsibility of 
ensuring that the board discharges its responsibilities, or 
the adoption of an alternative means of ensuring that the 
board can function independently of management such as 
assigning this responsibility to a committee of the board 
or to a “lead” director. The board believes that its current 
composition and the number of unrelated directors on the 
board helps to ensure that the board can operate 
independently of management. More specifically, the 
unrelated directors have an opportunity to meet 
independently from management prior to board meetings. 


DECISIONS REQUIRING PRIOR BOARD 
APPROVAL 


In addition to those matters that must by law or by the 
articles of the Company be approved by the board, 
management is required to seek board approval for 
major transactions. Board approval is also required for 
changes of executive officers and changes in material 
financial commitments. 


RECRUITMENT OF AND ORIENTATION FOR 
NEW DIRECTORS 


New nominees are identified by the board and are 
recruited to represent various facets of the Company's 
operational environment and includes individuals who 
have experience in transportation or tourism, members 
of the financial community, or those who bring broad 
based business experience and knowledge to the board. 


New recruits are briefed on the history of the Company 
and are provided with the formal strategic plan of the 
Company together with updates on the current status. 
Board members are provided with underlying information 
through the distribution of board packages which allow 
them to become familiarized with all issues that could be 
discussed at each board meeting. 


As part of its mandate, the Corporate Governance and 
Compensation Committee will examine the desirability 
of the implementation of a formal process for the 
assessment of the performance of directors and the 
board as a whole. 


SHAREHOLDER RELATIONS 


The Company continuously discloses material changes in 
its affairs and communicates to its shareholders through 
annual reports, quarterly reports, annual information 
forms, and information circulars. Through its investor 
relations department, the Company receives and 
responds to shareholder enquiries. Shareholder 
enquiries and concerns are dealt with promptly by senior 
management of the Company. To date the board has not 
needed to take an active role in responding to 
shareholder enquiries and concerns. 


OUTSIDE ADVISORS 


The external auditors of the Company, as well as 
independent and internal audit functions are available to 
the board. Individual directors may also engage other 
outside advisors at the expense of the Company. The 
engagement of such other outside advisors would be 
subject to the prior approval of the Corporate 
Governance and Compensation Committee. 


BOARD'S EXPECTATIONS OF 
MANAGEMENT 


Management is expected to execute the strategic 
business plan of the Company and to assist the board by 
providing it with a comprehensive analysis of any matter 
that requires board approval. Individual directors, along 
with committees of the board, have full access to 
management. Executives who attend, or are invited to 
board meetings are expected to be fully conversant with 
current issues and be prepared to provide, with any 
forwarding documentation, their views, opinions 
or analysis. 
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FINANCIAL SUMMARY 


Period ended 
(in thousands of dollars, except for per share amounts) 


7 months 9 months 
Year ended ended ended 12 months ended 
(Audited) (Audited) (Unaudited) (Unaudited) 


June 30, June 30, | September 30, December 31, | December 31, 
1999 1998 19917 1996 1995 


Revenue $ 161,904 $ 82,026 bee ab lap $ 137,448 S$. -127;901 


Depreciation and amortization 4,421 2,232 2,873 2,/68 PL iio 


Interest expense (income) (132) 4,248 2,578 2,516 


Earnings before income taxes 20,514 6,946 


Provision for site restoration costs - 16,700 


Net earnings (loss) 12,068 (6,064) 
Total assets 117,583 107,696 92,609 


Shareholders’ equity 87,495 13,320 N/A 


Net earnings per common share 
- Basic $ 0.24 0.08 
- Fully diluted $ 0.23 0.08 


Equity per common share $ 1.72 1.44 


Common shares outstanding 51,009,864 51,009,864 


Note: The above unaudited historic financial information is based on the results as reported in the prospectus issued as an Initial Public Offering 


by way of Secondary Offering and as if the number of common shares issued as a consequence had been issued for each of the reporting periods. 
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